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The Joint Financial Management Improvement Program (JEMIP) is a joint and cooperative
undertaking of the U.S. Department of the Treasury, the General Accounting Office, the Office of
Management and Budget, and the Office of Personnel Management, working in cooperation with
each other'and other agencies to improve financial management practices in government. The
Program was given statutory authorization in the Budget and Accounting Procedures Act of 1950
(31 USC 65). Leadership and program guidance are provided by the four Principals of the JFMIP--
Comptroller General of the United States, Secretary of the Treasury, and the Directors of the Office
of Management and Budget, and the Office of Personnel Management. Each Principal designates a
representative to serve on the JEMIP Steering Committee, which is responsible for the general
direction of the Program. The JEMIP Executive Director, and a program agency representatlve
(who serves for 2 years) are also on the Steering Committee. :

The Program promotes strategies and guides financial management improvement across .
government; reviews and coordinates central agencies' activities and policy promulgatlons and acts
as catalyst and clearmghouse for sharing and disseminating information about good ﬁnancral o
management practices. This information sharing is done through conferences and other.
educational events, newsletters, meetings with interagency groups and agency personnel, and -

2
through FinanceNet, an electronic clearinghouse on the Internet.

The JEMIP has worked on interagency projects that developed a financial systems framework and

financial systems requirements. For the future JEMIP plans to assist Federal agencies in 1mprovmg B

their financial systems through its Program Management Office. The Office will work on revising
the Federal governments requirements definition, testmg“ nd acquisition processes, the first target '
of opportumty is core financial systems. The ob]ectxves of the Office are to- develop systems: '
requirements, communicate and explain Federal and agéncy nieeds; provrde agencies and vcndors
information to improve financial systems, ensure that products meet relevant system requnements,
and simplify the p"’r0cu‘rement process.

Information on ]FMI | 'canu e found at its website at
www.financenet. g"_v/f|nancenet/fed/jfmlp/jfmlp htm or call (202) 512-9201.
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"1. | Statutory and regulatory changes 1nc1ud1ng OMB C1rcu1ars SRR

To: Senlor Financial Offlcrgl_v

From: Executrve Drrector JFMIP - derman

"Subje,‘ct‘::_‘ ." J FMIP Gran,t F1nanc1a1 Sy;stenls Requlrements

The JFEMIP Grant Financial Systems Requrrements document
Exposure Draft is attached: This update effort was led by the
National Science Foundatien (NSF), Mr: Albert Muhlbauer,
Deputy Chief Financial Officer; and reflects the efforts of his
governmentwide team. The effort was supported by the JFMIP;

- Chief Financial Officers Council Financial Systems Committee... - -

(FSC); Inter-Agency Electronic Grants Committee (IAEGC);

" Office of Management and Budget (OMB): U.S: General

Accounting Office (GAO); and others.. The extensive vetting ..
process that occurred, revealed many changes that needed to be
included in the Grant Financial Systems Requirements document

to reﬂect

and Statements of Federal Financial Accounting Standards
(SFFAS No. 5);

2. Technological changes, including the use of Web-based
technology; automated interfaces; and

3. JFMIP documentation changes, including the updated JFMIP
Core Financial System Requirements document and issuance
of the Framework for Federal Financial Management Systems
document.

Please note that mandatory and value added requirements have
been addressed in the document and defined in the Glossary
Appendix. Please consider closely the Glossary Appendix and, if
needed, recommend additional terms that are shown in the
document that you believe need to be defined.

The attachment has been reviewed by representatives of the
JEMIP, FSC, GAO, OMB, IAEGC, Federal Accounting Standards
Advisory Board and others.
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The document is being circulated widely within the Federal government’s financial systems-
community, private sector service providers, and other major stakeholders. It is also bemg
placed on Financenet at: e

www_financenet.gov/fed/jfmip/jfmip.exp.htm

Please provide your comments by Friday, December 17, 1999. Comments are encouranged on
any section(s) of the document. Responses will be more helpful if the underlying rational is
provided. Respondents are requested to-indicate the capacity in-which they are responding. .

Comments should be sent to:

J oint. Flnanmal Management Improvement Program
441 G Street NW, Room 3111 : S
Washmgton DC 20548

Please be aware that we arée workmg to relocate JFMIP by the nuddle of November, 1999. We
are working closely with the GAO, where JEMIP is currently located, to ensure a smooth . ..
transition of U.S. Postal and electronic mail.services: When theeXaot date of the relocationi;is
known, 1nformat10n w111 be posted on the J FMIP Homepage at: “

L WWW.L fmancenet gov/fedhfrmp/]fmm htm

If you have any questions on any of these matters, please contact Dennis Mitchell via electronic

mail at mitchelld. ]fmlp@gao gov, telephone at 202 512-5994; or fax 202-512-9593.
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Foreword

This is the first functional requirements document issued for grant financial systems for the U.S. Federal
government. It is one of a series of functional systems requirements documents published by the Joint Financial
Management Improvement Program (JFMIP) on Federal financial management systems requirements.

All of the JEMIP Federal Financial Management System Requirements (FFMSR) documents should be considered
together when determining how best to use information and supporting services to meet the financial management
needs of a Federal agency. : S

The FEMSR series addresses the goals of the U. S. Government Chief Financial Officers’ (CFO) Council, the
JEMIP, the Inter-Agency Electronic Grants Committee (IAEGC), and others; to promote the-efficient management
of assets, and to improve financial management systems govemment wide to prov1de useful ﬁnancxal mformatlon
on Federal government operatlons

Agencies may develop addmonal technical and functional system requirements as necessary to support umque o
mission responsibilities. Agencies must also develop strategies for interfacing or mtegratlng grant financial
management systems with the agency’s core financial system. . .

We want to take this opportumty to thank the many agency officials and others in the ﬁnanc1al and grdnt
management communities who contributed to this document. We value their assistance and support.. Special .-
thanks are also extended to the CFO Councils Fellows Class of 1998/1999 who participated in the development
and formulation of this document. This new JEMIP systems document was chosen as their class project. With -
continuing support from the numerous contributors to this project, we can confidently face the financial
management challenges in the new century.

e g

Kdren Cleary Alderfhan
Executive Director
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Introduction S |

As the world’s largest and most complex enterprise, the U. S. Federal government faces tremendous challenges-in :
the area of grants' management. These enormous responsibilities involve the management of billions of dollars of
resources, and. pose tremendous challenges as we rapidly begin the twenty-ﬁrst century.

The Federal govemment has cons1stently recogmzed the i 1mportancc of havmg high quality grant ﬁnanaal ' i
management systems to support improvement of government operations and provide firiancial and related - 0
information to program and financial managers. In response, the JEMIP began the process of defining financial

management system requirements by publishing'the FEMSR series of requirements documents. Beginning with. |
the Core Financial System Requirements (FFMSR-1) document in January 1988, IFMIP has 1ssued pubhcatxons in :
the FEMSR series. For additional information, refer to IFMIP’s Web page at P ‘
www.financenet.gov/fed/jfmip/jfmip.htm. - B s S !

. . |
In addition to the basic JEMIP systems requirements documents, several Federal organizations and agencies é
recognized the need for a comprehensive document describing a variety ‘of general systems requirements e.g., ‘
system integration, data stewardship, and-internal controls. As‘a result, JEMIP: pubhshed the Framework for - .
Federal Financial Management Systems document in ]anuary 1995. ' i

The Federal Financial Management Improvement Act (FFMIA) of 1996 mandated that agencies implement and
maintain systems that comply substantially with Federal financial management systems requirements, applicable - j
Federal accounting standards, and the U.S. Government Standard General Ledger (SGL) at the transaction level.
The FEMIA statute codified the JEMIP financial systems requirements documents as a key benchmark that agency
systems must meet, in order to be substantially in compliance with systems requirements. provisions under FEMIA.
To support the requirements outlined in the FFMIA, JEMIP is updating publications which are obsolete and is
publishing additional requirements documents. Th1s is the ﬁrst IFMIP Grant F1nanc1al System Reqmrements
document that has been issued.

iy d N

This Grant Financial System Requirements document is intended to 1dent1fy financial system requn'ements
necessary to support grants programs. It does not intend to identify the full scope of functional program
requirements associated with grants management programs. This document is intended to assist systems analysts; ‘-
system accountants; and others who design, develop; 1mplement operate, and maintain financial management’ ‘
systems Th1s 1ncludes bulldmg or buymg systems.

Increasingly, 1ntegrated financial management systems are necessary to support program managers, financial
managers, budget officials, and others simultaneously. Data and information supplied by systems to these
individuals are expected to be accurate, timely, and consistent across organizations, agencies, and the Federal ‘
government. Systems and data are shared more and more by ‘multiple orgamzatlons agenc1es etc., with'common
needs. : |

Grant Financial System Requirements : 1



Federal Financial Management Framework s lader |

This document provides high level functional requlrements for grant financial systems that will provide the -
capability for financial managers and others to control and account for Federal grant resources as defined in
government wide and agency specific statutes, regulations, and guidelines. - Appendix A is a listing of statutory and -
regulatory references. This document is one component of a broad program to improve Federal financial
management which involves the establishment of uniform requn'ements for internal controls, financial systems, -
ﬁnanc1al mformatlon ﬁnanc1al reportmg and financial organlzatlons

i e

As shown in Illustratlon 1, standards and systems requlrements assist agencxes in: developmg effectwe and efﬁc1ent

systems and provide a common framéwork so that outside vendors or in-house programmers can provide software
more economically. Each agency should:integrate its unique requirements with these government wide standard
requirements to provide a uniform basis for the standardization of financial management systems as required by the .
CFO Act of 1990 and the FFMIA of 1996

Financial management systems in the Federal government ‘must be desxgned to support the vision arnculated by the;
government’s financial management community which 1 requires those systems. to. support the partnership. between:
program and financial managers and to assure information integrity decision-making and measuring performance.
This vision includes the ability to:

. collect accurate, tlmely, complete rehable and consistent 1nformat10n

4 prov1de for adequate agency management reporting;
-+ " support government wide and agency-w1de policy decision-making; ‘
* support the preparanon and execution of agency budgets o ' ‘ ’ l

* facilitate the preparatlon of financial statements and other financial reports in accordance w1th Federal
accounting and reporting standards;

* provide information to central agencres for budgetmg, analysm and government wide reportmg, mcludmg
consolidated financial statements; and o

. provxde a complete documentatlon audit trarl to, fac1htate audits. T P |

In support of this vision, the Federal government must establish government wide financial management systems
and compatible agency systems, with standardized information and electronic data exchange; to support program
delivery, safeguard assets, and manage taxpayer dollars.

Itis cnncal that financial management systems plans support the agency’s mission and programs, mcludlng planned
changes, and that financial management systems plans are incorporated into the agency’s plans for information
technology infrastructure and information systems as a whole. Systems design efforts should also include an
analysis of how systems improvements, new technology supporting financial management systems, and
modifications to existing work processes can together enhance agency operations and improve program and
financial management. Reassessing information and processing needs and redesigning processés, procedures, and
policies are essential steps to meeting user needs.

Integrated Financial Management Systems

Financial management systems must be designed with effective and efficient interrelationships between software,
hardware, personnel, procedures, controls, and data contained within the systems. To be integrated, financial
management systems must have, as a minimum, the following four characteristics:

2 Grant Financial System Requirements -



Federal Financial Management _Framewgpk
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Grant Financial System Requirements ‘ 3



Federal Financial Management Framework

* standard data classifications-(definitions-and formais) established and used for recording financial events;
* common processes used for processing similar kinds of transactions;
* internal controls over data entry, transaction processing, and reporting applied consistently; and

¢ adesign that eliminates unnecessary duplication of transaction entry.

;The financial management systems pollcy described in the Office of Management and Budget (OMB) Circular
'A-127 “Financial Management Systems,” requires that each agency establish and maintain a single integrated
financial management system.. Without a single, integrated financial management system to ensure timely and
accurate financial data, poor policy decisions are more likely to occur, managers are less likely to be able to report
-accurately on.government operations in a tlmely manner;, scarce resources are more likely to be directed toward the
-collection of information rather than to delivery of the intended programs,, and modifications to financial -
' management systems necessary to keep pace with rapidly changing user requirements cannot be coordinated and
‘managed properly. The basic requirements for a single, mtegrated ﬁnanc1al management system are ot tlmed in
OMB Clrcular A-127. - : '

-Having a single, 1ntegrated fmancnl management system does not necessanly mean: having only one software
‘application for each agency covering all financial management systems needs. Rather, a single, integrated financial
management system is a unified set of financial systems and the financial portions of mixed systems encompassing.
the software, hardware, personnel processes (manual and dutomated), ‘procedures, controls, and data necessary to

manage; the financial operanons of the agency and report on the agency’s financial status to central agenc1es
Congress, and the pubhc

Unified means that systems are planned and managed together operated in an 1ntegrated fashion, and hnked
together electronically in an efficient and effective manner to provide agency wide financial system support
necessary to carry out the agency’s mission and support the agency’s ﬁnanc1a1 management needs.

_Integratlon means that the system s user is able to have one view into systems whereby, at whatever level a user is
‘accessing the system, the user can obtain the needed information efficiently and effectlvely through electronic
means. Integration does not mean that all 1nformat10r1 must be physmall} located in the same database.

Interfaces, where one system feeds data to another system following. normal business/transaction cycles such as
grant obhgatlons recorded in general ledger control accounts at the time the grant awards are made, may be
acceptable as long as the supporting detail is maintained and accessible to managers. In such cases, mterface
linkages must be electronic unless the number of transactions is so small that it is not cost- beneficial to automate
the interface. Reconciliations between systems, where interface linkages are approprlate must be mamtamed to
ensure accuracy of the data.

To develop any 1ntegrated information system, it is critical that senior systems analysts and systems accountants
identify:

* the scope of the functions to'be supported (processe's)",- ‘

* how data quality will be assured (data stewardship),

the information to be processed (management information),
* how systems hardware & software fit together to support the functions (systems architecture), and

* safeguards needed to ensure the integrity of operations and data (internal control).

4 Grants System Regquirements
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" reporting requirement may requn-e |

Federal Financial Management Framework

All of these pieces must be. , - R . - .
brought together in a model such |- Integrated Model for Fe,deral_Fmgncn_al SVStems

as the one shown in Illustration 2,
(page 6 ). These pieces must work
together to form an efficient
integrated information system. A
change to any part of the model
will require determination of the
implications on other parts of the
model. For cxample anew

Processes.

changes throughout the entire
model.

M anagem e nt
Agency Financial Information
Management Systems
Architecture

Agency financial management’

systems are information systems
that track financial events and =~ —
summarize information to support : ' o et

the mission of an agency, provide < } v lllustration 2

for adequate management e S

reporting, support agency level : :

policy decisions necessary to carry out ﬁduc1ary respons1b111tles and support the preparatlon of auditable financial
statements.

Agency financial management systems fall into four categories:

* core financial systems;
-+ other financial and mixed systems, including grant systems,
* shared systems, and

* departmental executive information systems (systems to provide management information to all levels of
management).

These systems must be linked together electronically to be effective and efficient. Summary data transfers must be
provided from agency systems to central systems to permit summaries of management information and agency
financial performance information on a government wide basis.

Subject to government wide policies, the physical conﬁguranon of financial management systems, including issues
of centralized or decentralized activities, processing routines, data, and organizations, is best left to the
determination of the agency, which can determine the optlmal manner in which to support the agency mission.
The physical design of the system, however, should consider the agency’s organizational philosophy, the technical
capabilities available, and the most appropriate manner to achieve the necessary single, integrated financial
management system for the agency.

Grant Financial System Requirements
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Federal Financial Management:Framework:

The agency systems archltecture shown in-Tllustration 3, (page 8 ). prov1des a loglcal perspectwe identifying the -
relatlonshlps ‘of various agency systems types. Although this does not necessarily represent the physical design of
the system, it does identify the systems types needed to support program dehvery/ﬁnancmg and ﬁnancml event
processmg for effective and efﬁc1ent program execution. - : ,

Gmnt Systems‘

As shown in Illustratlon 3 (page 8 ) grant financial systems are an mtegral part of the total ﬁnancxal management .
system for-a number of Federal agencies. Grant financial systems support programmatic ob]ectlves and interact
with core financial systems to record-advancés, collections and disbursements in the general ledger consistent w1th '
the SGL. vahdate funds avallabrhty, update budget executlon data and record other grant related transactlons ’

TR T et

 Agency Systems Architecture

Seized Prapert
and Fdﬂeﬁee?

System

Human Resources ~\
& Payroll
Systems .oocc

Benefit Péyhléiit
System

Financial
Reporting
System

Insurance Claim )
System

Non-financial

Financial Systems -

System A

Grant ~ L
System Budget !
Farmulation !
Inventory :

System

System Revenue

- System

Property . .
Management |
System

 Aquisition”
System

”"’Faftmental E xecutive Information SYS “”“‘ -
Workstation Support Tools ‘
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System Overview

The complexity, diversity, and size of grant programs in Federal government agencies place unique demands on
managers that are responsible for those programs. The constantly changing requirements of grant programs has led
management to look not only at the functional capabilities of grant financial systems, but also the. managerral
environments in which these systems are supported and operated in.’ : :

All grant financial systems that are being designed and implemented, or are in use, must operate in accordance with
existing laws and regulations. It is the respons1b1hty of each: agency to be knowledgeable of the legal requirements
governing its grants financial operatlons Lo : b C e

All grant ﬁnanc1al systems must provrde as a minimum, the followmg quahtres

e Complete and accurate funds control
«. Complete, accurate, and prompt recordln of obh ations;,
P promp g &
* Cornplete, accurate, and prompt payment of grantee payment requests ‘ T
* Complete, accurate, and prompt generation and maintenance of grant financial records and transactlons

» Timely and efficient access to complete and-accurate information, withouit extraneous materlal to those 3
internal and external to the agency who requrre the 1nformat10n

. Tlmely and proper 1nteract10n of the grant financial system wrth Core. ﬁnancral systems and other .
* existing automated systems; and -

* Adequate. 1nternal controls to ensure that the grant ﬁnancral system is operatlng as. 1ntended

This document identifies functional requirements for grant financial systems. Although the document may be used
when developing new grant financial systems, or improving or evaluating current systems, the document does not
provide a specrﬁc model for such systems. Functional requirements not mandated by law, regulation, or directive
must result in cost-effective systems that are in the interest of the government “All possrble alternatives for meeting
the requirements should be considered. e gy i

Functional requirements of Federal grant financial systems can be segregated into two general catégories, ~ i
-mandatory and value added. Definitions for these two categories of requirements are: - S j

Mandatory - Mandatory requirements describe and consist of the minimum acceptable functionality necessary to
establish a system, or are based on Federal laws and regulations. Mandatory requirements are those against which
agency heads evaluate their systems to determine substantial compliance with systems requirements under the
FEMIA. These requirements apply to existing systems in operation and new systems planned or under '
development. : :

Value-added - Value added requirements describe optional features and may consist of any combination of the
following: (1) using state of the art technology, (2) employing the preferred or best business practices, or (3)
meeting the special management needs of an individual agency. Agencies should consider:value added features-
when judging systems optlons /The need. for these value added features in agency systems is left to the discretion of
each agency head.

Mandatory requirements are identified in each chapter under the statement, “The system must...”. Value added or
optional requirements are discussed at various points throughout this document. The burden of demonstrating
that these value added or optional functions are cost effective and clearly in the interest of the government rests
with the CFOs of each agency. Further, each agency must develop an efficient, effective, and economical strategy
for interfacing its grants financial system with other systems that share or utilize data.

Grant Financial System Requirements 7



System Overview

All requirements listed in this document are mandatory, as indicated by the “The system must...”. Other
requirements discussed in the document are value added. ' S S

Functional requirements of Federal grant financial systems can be segregated into two general categories,
mandatory and value added. Definitions for these two categories of requirements are: :

Mandatory - Mandatory requirements describe and consist of the minimum acceptable functionality necessary to
 establish a system, or are based on Federal laws and regulations; Mandatory requirements are those against - ‘
which agency heads evaluate their systems to determine substantial compliance with systems requirements’
under the FFMIA. These requirements apply to existing systems in operation and new systems planned or

under development. AR T T RS ERCNEIIREES

Value-added - Value added requirements describe optional features and may consist of any combination of the
following: (1) using state of the art technology, (2) employing the preferred or best business practices, or (3)
meeting the special management needs of an individual agency.*Agencies should consider valiie added features
when judging systems options. The need for these value-added features in agency systems is left to the - -
discretion of each agency head. S o R '

Value added or optional requirements are discussed at various points throughout this document. The burden of
demonstrating that these value added or optional functions are cost effective and clearly in the interest of the |
government rests with the CFOs of each agency. Further, each agency must develop an efficient, effective, and |
economical strategy for interfacing its grants financial system with other systems that share or utilize data; -

Grant financial management activities can be further categorized based on types of activities within the overall
grants process. The remainder of this document provides functional requirements based on these categories as
follows:

Chapter 1: Provides an overview of the entire grants process.

Chapter 2: Describes the commitment process.

Chapter 3: Describes the decommitment process.

Chapter 4: Describes the obligation process.

Chapter 5: Describes the payment process for advances and reimbursements.

Chapter 6: Describes the initial cost accrual estimate and subsequent accrual verification.
-Chapter 7: Describes the financial reports process.

Chapter 8: Describes the process for interest collections.

Chapter 9: Describes the closeout process for gfants.

Chapter 10: Addresses needs for records retention and historical files Discusses information technology.

Chapter 11: Addresses general system requirements including general data stewardship, interface requirements,
and other hardware and software related requirements Addresses needs for records retention and historical files.

* Chapter 12: "Discussés information technology Addresses general system requirerhents including general data
stewardship, interface requirements, and other hardware and software related requirements. '

8 Grant -Financial System Requirements



Introduction to Functional Requirements

Definition

A federal grant is a financial assistance instrument which, consistent with 31 U.S.C. 6304, provides money and/or
direct assistance to the recipient to carry out a public purpose authorized by a law of the United States, instead of
acquiring property or services for the Federal governments own use. Cooperative agreements may also be used for
financial assistance, except unlike grants, substantial involvement between the granting agency and the grant
recipient is anticipated. Some agencies do process grants, cooperative agreements, and other contractual agreements
may be processed at some agencies using the same administrative, accounting, and financial systems.

Guidelines - Co R

The OMB issues grants management circulars which are published in the Federal Register (administrative
requirements, ‘cost principles, and audit circulars). Federal agencies issue regulations implemeriting those OMB -
circulars and as needed publish other policy issuances that aid in understanding ‘and complying with new
regulations. ’

Scope of the Grént Bvusincss ;

Total grant funding for the U.S. Federal government is approximately $250 billion annually, involving

approximately 400,000 payment transactions annually. The Department of Health and Human Services accounts

for the majority of this grant activity, led by over $100 billion in grants to states for Medicaid. Grants for food,

transportation, research, and other public missions involve institutions and organizations throughout the U.S.
economy, underscoring the importance of efforts to improve grant financial management systems.

Grant Life Cycle
The life cycle of a grant includes application, review, award, performance, payment, and closeout.
There are two major types of grants: mahdatory and discretionary.

Mandatory grants include entitlement programs (e.g., Medicaid, Food Stamp Administration) block grants (e.g.,
housing), and formula grants (e.g., highway construction). Mandatory grants are awarded non-competitively to
cligible entities as long as those entities submit acceptable state plans or applications,

Discretionary grants are awarded under a wide range of specific programs, such as education and research.
Competitive proposals are submitted for funding under an announced program with a specific mission identified.

The discretionary grant process usually begins with articulation of a need through an announcement (or
- solicitation) specifying the funding agency’s objectives and scope of program, relevant dates and deadlines, grantee
eligibility, and terms of the evaluation to determine awardees. Many agencies also accept unsolicited proposals.

The grants process calls for preliminary and/or full applications (or proposals) from organizations or individuals
desiring to participate in the agency program, describing their proposed work, project team, and budget
justification. '
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Introduction to Functional Requirements

Upon receipt of a grant application/proposal, agencies usually provide a status indication (by telephone, postcard,
or on-line web site) to the applicantpotential grantee pendtng completion of their review and final decision.
Discretionary grant review processes, usually based upon project quality and mission relevance, may require an’
outside peer review, although in some agencies the federal staff fill this role. This procedure results in priority
ranking,budget commitments, award decrsrons and budget commitments. Notlﬁcatlon of award (or dechnanon)
ends thls part of the grant process. ~ :

A mandatory or discretionary award includes 1nformat10n on budget amounts, required reports (admnnstranve
financial, and techmcal) regulatory requlrements and other instructions as part of the grant’s terms and COIldlthHS.
On the basis of the award, the grantee may then proceed to perform as prescnbed incurring authonzed costs and
requesting payment from the granting agency as stipulated. Payment requests must carry accounting information
sufficient to associate amounts requested with the specific grant(s), unless pooling arrangements have been made,
allowing delayed reconcrhatton of accounts N

Existing grants often require modlﬁcatlon ‘Modifications for which the grant financial system must account
include changes in the dollar amount awarded and extensions of the grant penod : .

All grants ultimately require closeout. Discretionary grants are generally awarded for discrete projects with stated
completion dates. Their duration may be extended, but will eventually end. This is not the case for all mandatory
grants, which generally continue unless the program statute is rescinded. Reviews, audits, and documentation for
financial, property, and technical matters are usually required for the successful closeout of an award. This is the -
final step in the grant life cycle.

Illustration 4' outlines’ the‘ overall grant ﬁnancial process described aboVe.

Illustration 5; depicts how the grants financial system may interact and mterface w1th other external (non grant)
~. systems and with or within the agency’s core financial system. ‘ s
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Introduction to Functional Requirements |

- Tlustration # 4

- Grants Overview Process

Announcements/Solicitation
Funding Agency & Amounts
Program Need & Scope ?

. Effective Date & Deadlines - S : \

v_
- Application/Proposal
Performing Organization Profile
~ Project Description
" Performer Profiles
Budgets/Justification

r BT,
Review . P ‘ l

ST T

Funding Agency Panel/Process Status Checking ‘ . ;
Tech‘n'ica.l MeTit/I\/IiSSion Relevance - Applicant Queries o ‘
' Prioritization within Budget |
Funding Mechanism ’
Committnent/Obligation
Funds Allocated by Project
Funding Documents Approved
Receipt of Awards
Terms, Budget, & Effective Date
Accounting/Admin. Data
Other Grantee Actions - _
Perform Work/Incur Expense Other Funding Agency Actions
Request Funds from Agency Provide Cash Payments
Expend Funds > Cost Accruals
Provide Financial/Technical Reports , Review Reports
Request Renewal as Appropriate ‘ Initiate Closeout
" Disclose Inventions : ) l '
Closeout

Financial/Property/Technical

‘Grant Financial System Requirements o "



Commitments

Systems Interfaces Overview

Mlustration # 5

Other - Agency ~ Grant |
Extenial Procurement/Grants Recipient/Gréntee
(Non-Grant) SyStem/Processes‘ : Systemi

‘Negotiate

‘Systems ‘ ;
~Mgmt Approvals of - , -and Award
Grant Actions . Gr_ant. _
/ 4

Grants / Proceé d | INFO |
Financial . Proceed with with Exchanged
‘System " . :Awarding of .
Process Flow - /Grant Obligation
A (Cinson
et

Obligation

B Lt Advances &/or
| | 7 - Reimbursements
Core ‘
Financial v ‘ v ]
System ‘ ' -
SGL SGL SGL SGL - SGL : SGL

Posting Posting Posting Posting Posting Posting

NOTE: This illustration depicts examples of the information exchanges which take place
between different Systems/Processes throughout the Grants Financial System Process.

12 ' ' Grant Financial System Requirements




Commitments

Definition

A commitment is an administrative reservation of a specific amount of an agency’s available funds that provides for [
a later issuance incurring of a grant award. and incurring of the related obligation. = o

Commitment Process Flow (see Illustration 6)
Listed below are the major steps in the commitment process.

The system must support the following ma]or steps associated with processmg a commitment for : agenaes with a
commitment process - : : : .

+ Decision to Fund a Grant - Occurs usually after a proposal apphcatxon process (mvolvmg proposal receipt;
review, and selection) has been completed. The steps or procedures followed by an agency before the
funding decision is made depend on the specific requiremerits established by an agency wh1ch are based on
the nature of its grant programs.

¢ Initiate Commitment Request; Input Budgetary/Program Data into System - Data should include the
following: if applicable:

* Direct Requested Commitment to Approving Official - Approving official(s) have the authority to
commit funds. They review and approve or reject the commitment request. As part of their review, they
must verify funds availability. Comrmtment requests should be transmltted to the approving ofﬁcxal(s) in.an
automated manner.

T

B i

T

System generated:
 Commitment request identifier T
* Requisition date
* Corresponding proposal identifier

Funding dollar amount

Appropriation Code(s)

Budget Year(s) for funding being utilized

Name of the individual initiating the commitment

Grant Purpose

Object Classification

Grantee Identifier

Principal Investigétor/Project Director Identifier

Grant Period of Performance

* Review Approved Commitment Request Against Edits; System Performs Following Edit Checks

Approved commitments are processed through a series of edit checks
Verify Authority of Approving Official(s)
Validate Commitment Data Input by Requestor

Grant Financial System Requirements B



Commitments

* Verify Funds Availability
* Provide the capability to cite multiple funding sources

* Provide controls to prevent processing a duplicate document

* Commit Funds and Post Transactions to Standard General Ledger (SGL) - Transaction recorded in

Financial System as a commitment against the Budget Account; committed dollars are matched against
budget being utilized.

The SGL entries are:
* Debit the Account Code 4610—Allotiments — Realized Resources

+. ¢ Credit the:Account Code 4700—-Commitments Available for Obligations.

Notify Procurement/Grants Office to Start Negotiation of Grant with Potential Grantee - Outstanding
commitments must be reviewed and reconciled on a continuous basis throughout the year to ensure that they

- are converted to'valid obligations 'or decommitted no later than funds expiration.

14
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IHustration # 6

Process for Commitments

Funding Decision

v

Cnmmitments

— Initiate Commitment Request Notify Requestor
: of Disapproval with
v —_— — Comment§; Request
Direct to Approving Official 7 " | can'be Changed &
V.. o Resubmitted
Approving Official(s) Review
RNotify Approve No >
- Requestor ~Commitmeént S R A f'
Yes
Notify Immediately with
Explanation of Rejected Request
Edit Process - K
.

\ 4

Commit Funds and Post Transaction to SGL

Notify Procurement/Grants Office

to Start Negotiation of Grant with
Potential Grantee

ik ¢

i sbintinlil | U508 S
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Decommitments

Definition

A decommitment is the act of reversing a commitment of funds previously recorded in an agency’s financial system.

Decommitm¢nt’ 4,1’41‘6616'8'3 Flow (see Illustration 7)

Listed below aré'j:hc major stpps in the ‘de'commi‘txﬁent{ process.

The system. must support the followmg major steps assoc1ated \v1th processmg a decommitment.

Funds Committed - An 1nd1v1dua1 with authority to dccommlt funds determlnes whethcr a commitment
should be cancelled. :

Initiate the Dccommntment Request - The decommltmcnt action is mmated by the individual requesting
decommitment. This request should be transmitted to the proper financial official(s) in an automated
manner. Organization specific budgetary and program data is entered into the system regarding the request.

Edit Process - Approved decommitments are processed through a series of edit checks;
. Vcnfy authorlty of Approvmg Official(s)
* Validate data'i mput by requestor

Decommit Funds and Post to SGL - Transaction rccordcd in financial system as a decommitment against
the budgeted accounts. The following SGL entries are made: :

¢ Debit the Account Code 4700—Commitments Available for Obligations
* Credit the Account Code 4610—Allotments — Reahzed Resourccs
Notify Program Staff - Decommitments are reported to program staff.

Outstanding Commitments - Outstanding commitments must be converted to valid obligations or
decommitted before thc expiration of the funds committed.

16
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Decommitments

INtustration # 7

Process for Decommitments = .

Funds Commited

'

Initiate Decommitment quuest N — —|_ with Explanation |

,,,,,,,
Fy

B B I L s o

. Edit Process

No

[Notify mmediately |~~~

~Transaction Passes. ™™
Edits/Verification?

s Yes.

Decommit Funds;
- Post Transaction to' SGL

Notify Program Staff
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Uhlig"éﬂt'ion:s

Definition

An obligation occurs when an obligating official makes an award to"an entity on behalf of a Federal awarding
agency, thereby, obligating that agency to fund a pro;ect that relates to a chcral grant program administered by
that agency. ‘

Obligation Process Flow- (see Illustration 8)

Listed below are the .ﬁiéjor “st’cpé in the éi;ﬁg&ﬁon proccss o "

The system must support. the following major steps assoc1atcd with processing an obhgatlon

* Grant Proposal Reviewed - The proposed grant action is rcvrewcd The grant is ncgotlatcd with the

grantee, and a contractual grant agreement contractual document is prcpared

Direct To Obhgatmg Official - Obligating ofﬁcral(s) have the authority to legally bind the Federal
government to provide funds for a specific project or purpose. They review and approve or reject the grant
contractual grant agrccmcnt document. :

Provide for approval or disapproval of grant obligation.

Obligate funds - Record transactions into the grants financial management system. Provide for the
capability to maintain chronologlcal order of commitments, obhgauons and payments.

Include adequate controls to prevent recordmg an obhgatron that cxcceds available funds.
Provide the capability to cite multiple approprratlons or othcr fundmg sources.
Record obligations or Federal Funds authorized based on grant awards and liquidate related commitment(s).

Capture grant number, grantee or recipient name, grantee identifier, grant purpose, dollar amount, and
accounting classification data, such as approprranon pro]ect program, and ob]ect classification, tax payor
identification, and other pertinent information.

Edit Process - Approved obligations are processed through a series of edit checks;
* Verify authority of Obligating Official(s)
» Validate grant obligation against edits in the core financial system
* Verify funds availability
* Provide controls to prevent a duplicate obligation
Obligate Funds and Post Transaction to the SGL - Transaction recorded in the financial system as an
obligation against the appropriated funds.
The following SGL entries are made:
* Debit the Account Code 4700—Commitments
* Credit the Account Code 4801—Undelivered Orders — Unpaid

The funds that are obligated may be made available to grantees to perform cash drawdowns (advances) as
set forth in Chapter 5 below.

18
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IMustration # 8

Process for Obligations

Dhligations

- Grant or Procurement Official(s) Review. .

Notlfy of Dlsaproval
|- with Comments
Proposal can be

Notify

Requestor | -

 Direct to Obligating Official

Changed & Resubmltted

Approve

No

& Obligation?

Yes

Notxfy Immedlately thh

Edit Process

Transaction Passes

- Explanatlon of Rejected Request |* .
A

Edits/Verification?

Yes

Obligate Funds;
Post Transaction to SGL;
Funds available to the Grantee
, ’fg_r_B_aymtep‘t,g R
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Payments

Funds are paid to grantees as either advances or reimbursements.

Definition

Advances are payments to a grantee in anticipation of CXpCI'ldlturCS the grantee has et to make for program
purposes, Advance] payments are the preferred method of funding a grantee’s program operatlons unless
circumstances warrant uSing altérnative, more restrictive methods. Grantees shall be paid in advance prowded they
minimize the t1me elapsmg between the transfer of funds and their dlsbursement :

Rexmbursements to grantees are for work performed for which expenses are incurred but not paid. * .

Initiative to Streamhne Grant Payment Systems in: the Federal Government

In June 1998, the CFO Counc1l endorsed three existing systems for use by the Federal government for grant
payments by October 1, 2000. All Department of Defense organizations are to utilize the Defense Procurement
Payment System (DPPS) All civilian Federal departments and agencies are to use one of the following two
systems: the Automated Staridard Application for Payment System (ASAP) provided by the Financial Management
Service (FMS) of the U:S: Department of the Treasury and the Federal Reserve Bank of Richmond; and the
Payment Management Sys m (PMS) provrded by the Department of Health and Human Services: (DHHS)

The Council’s systems endorsement resulted from an in-depth one year study and survey of existing Federal grant
payment systems by the Councﬂ’s Committee on Grants Management Sub-Committee on Cash Drawdowns.

The Subcommittee’s goal was s to significantly reduce the number of Federal .cash drawdown systems used
throughout the Federal government. This would reduce the grantee’s workload and the costs associated with the
development and maintenance of multiple systems. In June 1998, the Subcommittee published its;
recommendations in a report to the CFO Council. The CFO Council adopted all of the recommendations set forth
in the report. A copy of the report is available at: http [[www. ﬁnancenet gov/ﬁnancenet/fed/cfo/grants/cd0618 htm,

i

Key recommendations of the report are:

« There is an immediate moratorium on the development of all new Federal department/agency cash
drawdown systems to service grantees.

* The following two existing systems are designated for government-wide use for grant payments (cash
advances and reimbursements): ASAP and PMS..

* By 1/1/99, all Federal civilian agencies to identify one of these two designated systems for use and to
formulate a schedule for m1granon to the selected system. Walvers may be granted in accordance with the
previously sighted committee’s report. y

* By 10/1/00, each civilian grant making agency to 1mplement their- des1gnated government wide selected
system;.. Civilian agencies may continue to utilize operate their- ‘agency’s own proprietary systems in
addition to the selected government wide system.; Wwhich system (i.e. Council’s designated system or the
agency’s proprictary system) to use is the decision of the grantee. (Council’s designated system or agency’s
proprietary system) to use is the decision of the grantee.

* DOD components are to utilize the DPPS.
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Payments . -

* By 10/1/02, all Federal departments and agencies to only use ASAP, PMS, or DOD’s system and to-
-‘drscontmue use of all proprletary department/agency systems.

* Customer Advxsory Boards are to be established for all three systems the purpose of the board is to maintain
an effective service and support level and to facilitate communication and feedback.

« The Council’ Subcommrttee on Cash Drawdowns is to monitor nnplementatton of transmon to selected
systems.

« Treasury and DHHS are to )omtly develop a common front end to ASAP and PMS maklng the two systems
appear identical to grantees.

The § grant payment processes for. advances and reunbursements described below are mtended to represent the basic
system steps required for processing grant payments " These basic steps are inclided in the systems ‘endorsed by the
CFO Council (ASAP, PMS, or DPPS). Tt is envrsroned that future grant ﬁnancral systems wrll have one of these
systems (ASAP PMS or DPPS) 1ncluded in thelr grant payment process o

It should be stressed thit the CFO Cotliicil endorsed these’ systems for thc grant payment process only Indlvrdual
agencies may elect to utilize these systems for additional grant processes.

Payment Process Flows (see Illustration 9 regardmg Advance Payments and Illustratron
10, regardmg Relmbursement Payments) ‘ .

The system must support the folloWrng ma]or steps

-* Receive Payment Request from Grantee - The grantee submits a request for-cash, If the awarding agency
and the grantee have agreed to use a pooled payment procedure, the grantee requests a single dollar amount

covering all its grants with the awardmg agency. Otherw1se the grantee 1dent1ﬁes the amount of cash needed
for each grant. |

* Optional Data Elements Requirements in the Request such as:
~* Grantec Name and Identifier '
* Amount Requested! ,
* Grantee Official authorized to submit request
. Authorized grantee’s information
* Amount of funds authorized
* Amount approved-
* .Amount d1sallowedProgram Funding Codes
* Appropriation Code(s)
* Review Request o
* Edit Process - Screen the request for missing data elements, clerical errors, internal logic (e.g. request not in
excess of Federal funds authorized).
Perform non-routine edit checks installed by the Federal awarding agency, such as:

o Verify whether the grantee is delinquent in submitting financial reports.
¢ Verify funds availability.
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Payme'nts i

* Provide controls to prevent processing a duplicate payment. -

* Record Flagged - The record may be ﬂagged if the grantee is sub)ect to sanctions requlrmg ‘the w1thhold1ng
of payments. ,

Verification of Work PerformedRequests ; for rexmbursement are forwarded to the appropnate personnel for
verification of the work completed.

¢ Transfer Cash to Designated Payee and Post Transactions to SGL - The Federal awardmg agency ‘
~ transfers the approved amount to the grantee’s financial institution and the transactxon is posted to the SGL

. The values posted to these SGL accounts depend on whether the grantee requested the payment advance by _
'the poolmg or grant-by-grant method If the grant-by-grant method was used, the portion of the ' _
disbursement designated by the grantee for each grant is posted to a sub31d1ary account correspondmg to that
grant. If the grantee used the pooling method the entire payment advance is distributed among grant
subsidiary accounts by algorithm. Regardless of which method is used, additional operations must be
performed to further distribute the payment advance among the contributing sources on a reasonable basis.
for any grant funded by multiple sources. :

'3 T T T - e

The following SGL entries are made for an advance payment:
* Debit the Account Code 1400—-Advances and Prepayments
« Credit the Account Code 1010—Fund Balance with Treasury,

The following SGL entries are made for a reimbursement payments from appropnated funds for current
operating expenses only: .

* Debit the Account Code 3100—Unexpended Appropriations.

o Cred1t the Account Code 1010——Fund Balance with Treasury

+ Debit the Account Code 4801—-Undelivered Orders = Unpald B
Credit the Account Code 4902 — Expended Authority — Paid ,'
Debit the Account Code 6100—-Operating Expenses/Program Costs
Credit the Account Code 5700—-Appropriations Used
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Illustration # 9
Process for Advance Payments to Grantees

Receive Request for Advance —

Review Request

Return to Grantee For :
, Correction/ Resubmission E

Request Mo »
Complete? | .
A
Yes R f' ¢
: efer to » '
Record i . ‘
Approving :
Flagged? Official(s) o %
No l '
Yes
P o
ayment '
Approved? ’ |
‘.
{

\ 4

Transmit Funds to Desginated Payee and Post Transaction to SGL

Grant Financial System Reguirements : --23



-Paynients

* IMlustration # 10 _
Process for Reinibursément Payments to Grantees

Receive Request for Reimbursement - («

'

__ Review Request
Retufn to Grantee For
sy Correction/ Resubmission
No
Request > vt
- Complete? ‘ AL
Yes Rf ¢
S eferto :
Record . :
» . Approving -
Flageed? " Official(s)
No l
Yes :
: ‘ B No
< Payment —
N Approved?
v

' Transmit Funds to Desginated Payee and Post Transaction to SGL
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Cost Accruals

Overview

Federal agencies are required to prepare financial statements in accordance with Federal Financial Accounting
Standards. The standards for accounts receivable and accounts payable result in an accrual basis of accounting for
transactions.- This basis of accounting records expenses when incurred, whether or not they have been paid in cash;
and records revenues as earned, whether or not cash has been received. In general, under the accrual basis of
accounting, expenses and revenues may give rise to payable/liability or receivable/asset accounts when the timing of
the recognition of revenues or expenses differs from the transfer of cash. -

In accordance with Statement of Federal Financial Accounting Standards Number 5, “Accounting for Liabilities of
the Federal Government,” for federal non-exchange transactions, which include many grant and certain entitlement
programs, a liability, an account payable to the grantee, should be recognized for any unpaid amounts due as of the
reporting date. Generally, this is a two step process. The first step is to recognize as expense and as a payable the
amount of allowable expense that the grantees have incurred as of the reporting date, the end of the period, but
have not collected from the agency. That amount may include amounts claimed by the grantee or amounts
incurred but not reported by the grantee. This will require that the agency estimate the amounts not reported to it
by the grantee but due the grantee. The second step occurs after the grantee has submitted finanicial reports giving:
its actual costs. At that time, the agency should arrange for payment and make any entries needed to adjust the
expense amounts previously recognized. ’ ' : *

In addition to accruing expenses, the agency may be required to accrue a receivable related to improper payments.
In some, but not all, cases, agencies may reimburse grantees for amounts improperly expended. For example,
recipients of federal aid may fraudulently claim such aid. Records may not support recognition of the amount and
estimates may be required.

Generally the grant accrual system should maintain various data such as 1) internal historical financial data, 2)
criteria/structure of agency programs, and 3) relevant external information on the timing and nature of recipients’
cash flows. This data should include the amounts disbursed to grantees during each year and the amounts actually
expended by the grantees. In addition, other data such as grant award amounts, and remittances should be
included in this information database.

The grant accrual process may entails the use of information from both the grantor’s and grantee’s databases to
estimate the unpaid amount. : : ‘ - ,

The grants system should maintain the amounts disbursed to grantees during each year and the amounts actually
expended by the grantees. In addition, other data such as grant award amounts, and remittances should be

included in this information database._ o
The system must:

* Have a format structured to facilitate accrual accounting in accordance with 31 U.S.C. 3512(d).

¢ Permit adjustments for any differences between the initial grant accrual amount and the actual cost.
. subsequently reported. ‘ : S -

* Provide for narratives explaining variance rates in excess of + 5 percent.
When faced with the dilemma of estimating year-end accruals, one of several methods may be used as follows:

* Poll all grantees as of September 30 of each fiscal year.
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Cost Accruals

* Take a statistical sample of grantees and base projections on the sample.

* Perform a linear regression or other appropriate statistical analysis as of the end of each fiscal year, using
amounts disbursed to grantees vs. amounts expensed expended in previous years to arrive at an algorithm to
estimate current year-end status of accruals. o o | N

-« Forecast the fourth quarter expenditures-using a forecasting model such as the auto-regressive forecasting
model or the exponentially weighted moving-average forecasting model. ' =

Definition

Accrual accounting is the method of accounting in which an entity’s finandial position and operating results are
measured by the flow of economic resources: Transactions are récorded in the accounting period in which they-
occur or whose operations they benefit, regardless of when the related cash receipts and disbursements take place.
Accrual Process Flows (see Illustrations 11 and 12 ) -

The system must support the following majdr st.cps.l Process éfcps:

s Ilustration 11 - Initial Cost Accrual Estimates _ R :
* Initiate the Accrual Procéss - The accrual process (AP) has to have the ability to:
Review electronic files of grant and grantee records including program and finanicial files. Review
electronic files of grant and grantee record. This includes program and financial files.

- Select and retrieve specific items (data) from these files and compare that data to data stored in other =
programs.To select and retrieve specific items (data) from these files and to compare that data to data
~already storedin the AP, -~ ' e e Tt A

i

* Update AP Program Accrual File - Data available for selection selected by during the AP accrual
- process should include the grantee’s identification number, types.of grants received, grant numbers,
dollar amounts, time periods, grantee’s financial history by fiscal quarters, and other data considered -
pertinent to the Agency.

* Run AP Program Accrual File - The accrual process uses the information collected to recognize
liabilities for any unpaid amounts due project a grantee’s ending cash balarice at a specific point in time;
i.c., the end of a month, quarter or fiscal year. A negative cash balance If grantee liabilities exceed
advances, this indicates a receivable to the grantee and an accounts payable to the agency. A positive cash
balancelf advances exceed grantee liabilities, this indicates a payable to the grantee and an accounts
receivable to the agency.

* Review /Approve Program Results/Approve - The information produced from the Apaccrual process -

allows’an agéticy to reasonably estintaté the amouiit of funds listed 4s an‘advarnicé to ‘grantees’which

should be expensed and the amount of unreported grantee expenses to record as ‘a liability at the end of a
fiscal period. o

* Post the Grant Accrual Amount - The following SGL entries are made to post the grant accrual amount:
* Debit the Account Code 6100— Opérating Expénscs/Program Costs - 4

* Credit the Account Codes 1400—-Advances and Prepayments and/or Credit the Account Code
2110—-Accounts Payable i o , \
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Cost Accruals

Debit the Account Code 3100—-Unexpended Appropriations

Credit the Account Code 5700_—-Appropriétions Used

Debit the Account Code 4801—-Undelivered Orders - Unpaid ’
- Credit the Account Code 4902—_-Unexpended Authority - Paid | :

L]

Illustration 12 - Verification of Accrual Estimates

* Verification Pro¢ess Begins - The verification process begms after the grantee’s financial reports, for the end |

of the fiscal period involved, are received and the data from these reports has been entered into the agency’s
files.

* Review /Approve Program Results/Approve The APagency analyzes the data input from these reports
and compares it to the projected expendlturesbalances projected by the AP and posts the SGL entries posted
to the grantee’s files. After comparing the projected expendituresbalances with those of the financial report
the Aprequired adjustments are calculateds the adjustments needed to make the PI‘O]CCth
expendituresbalances equal the actual estimated expendlturesbalances

R i
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Cost Accruals

INustration # 11

Initial Cost Accrual Estimate

Initiate
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Process
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'
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Cost Accruals '

Ilustration # 12
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Financial Reports

Overview

Grantees are required to submit one or:both.of the following reports on their grant(s) activity: the Federal Cash
Transactions Report (ECTR) or the Financial Status Report (FSR). Fither report may be required quarterly;
however, the FCTR may be required monthly. In exceptional cases, a program-specific report approved by the
OMB may be required in lieu of the FSR. Grantees submit financial reports in accordance with OMB Circular
A-110, Grants Management Common Rule, or program regulations as apphcable OMB Circular A-110,
Attachment G, “Financial Reporting Requirements” prescribes uniform reporting procedures for grant reportlng

Financial Report Process Flow (see Illustrations 13)
The system must support the following major steps associated with processmg ﬁnancml reports

Process steps from i 1n1t1atmg the financial report process through sendmg ﬁnancral reports (FR) to grantees are not
applicable to agencies which do not prepare the FR(s). Their systems begin with the step “Receive Financial
Report™.

Listed below are the major steps in the reporting process.

Process Steps: :
« Initiate the Financial Report Process - The financial report process (FRP) must have the ability to:
+ Review electronic files of the grant and grantee. This including program and financial files.
¢ Select and review specific items (data) from these files. o ‘
* Compare the selected data to data prevrously stored in the FRP.

« Update the FRP File - Data selected by the FRP should include the grantee’s identification number, types
of grants received, grant identifying number, dollar amounts, time periods of performance grantee’s financial
history by grant, and other data considered pertinent by the granting Agency

* Run FRP File/Prepare Financial Report - The FRP uses the information collected to prepare financial
reports for the grantees at a specific point in time; i.c., the end of a month or a quarter.
The FRP must have the ability to prepare the reports in both electronic and hard copy formats.
* Receive Financial Report - Financial reports received electronically from the grantees should feed
automatically into the grants financial report process.
Reports received in a hard copy format will have to be manually input to the report process.
+ Edit Process - Rev1ew the report and verify: for §
* Completeness ' |
* Mathematically correctness _
* Validity of information such as grant numbers and award numbers
* Proper certification

» Assurance that aAmounts reported as expenditures do not exceed the balance of funds available.”
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| Financi‘alzkepurts

Provide controls to prevent processing duplicate reports.
Reports féiling the edit process are returned to the graﬁtcc. »

¢ Transactions Prepared and Posted to SGL - Federal departments/agencies that utilize other agency
systems for processing grantee’s financial reports (e.g. DHHS’s Payment Management System) must have a B

reconciliation process in place between the other agency’s financial systems and the agency’s SGL.

The following SGL entries are made to expense advance payments: N 1

* Debit the Account Code 3100—- Unexpended Appropriatioﬁ's

Credit the Account Code 1400—- Advances and Pfepaj'ménts o L |
Debit the Account Code 4801—- Undehvcred Orders - Unpaxd _ : L : _ :
Credit the Account Code 4902—- Expended Authonty Paid - : L :
Debit the Account Code 6100—- Operating Expenscs/P_pogram Costs
Credit the Account Code 5700—- Appropriations Used L2

~ Entries are made to the following SGL accounts to adjust for differences between the grant expenditures
previously posted to theses accounts when reimbursement payments were made to the grantees and the |
grant expenditures reported on the grantee’s financial reports. The SGL accounts are listed as if the grant !
expenditures had been underreported when re1mbursement was rcqucsted If the expenditures had been \
overreported, the entries would be reversed.

* Debit the Account Code 4801—-Undelivered Orders — Unpaid
* Credit the Account Code 4902 - Expended Authority — Paid |
* Debit the Account Code 6100—-Operating Expenses/Program. Costs

* Credit the Account Code 5700—-Appropriations Used
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Financial Reports

]

Illustration # 13
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Interest Collections

Overview

Interest earned on advances of Federal funds must be handled in prescribed manners in accordance with
admmrstratrvc requirements based on the cost principles established for the grantee organization involved. The

system must support the followmg major steps. -

State GOverhment's

Interest earned on advances of Federal funds by state agencies, instrumentalities, and fiscal agcnts isare subject to
the terms of the Cash Management Improvement Act (CMIA) Treasury-State agreements pertairiing to their
organizations established under the Act, (Pub. L. 101-453). State organizations and/or representatives not subject
to the CMIA and it’s implementing rcgulatlons are treated as “Other Organizations”, as listed below.

Other Organizations

Interest carned on Federal advances by other grantce orgamzatlons is sub]ect to OMB Gircular A*110, Grants
Management Common Rule, or program regulatrons as applicable. In accordance with Those subject to Section .22
of OMB Circular A-110 which earn interest carned on Federal advances that exceedsin excess of $250 per year in
the aggregate must be remitted annually to the Department of Health and Human Services (DHHS), Payment
Management System, Rockville, Maryland 20852. This office acts as the government -wide agent for all collections
of interest generated from grant advances. : : G R
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Grant Closeout

Final Financial Reporting

Grantees are required to submit a final Financial Status Report'(FSR) to the agency. The graritée is also requiréd -
by some agencies to submit a final accounting of cash disbursed on the Federal Cash Transactions: Report (FCTR)
A third requirement is for the grantee to maintain records after the grant performance period expires. The = -
organization is obligated to return any refunds, corrections, audit disallowance amounts, interest or any other funds
that must be returned to the awarding agency. Asa general rule tThese reports must not contain any unliquidated
obligations and must represent the final accounting of all federal funds provided under the terms of the award. .
Additionally, mostthe grantees areis required to have an annual audit by an independent Certified Public
Accountant, accounting firm, or a State auditor. The Federal Audit. Clearmghouse will notify all federal agenc1es of
any adverse ﬁndmgs that require. actlon by the awardmg agency '

[N N

Financial Processes
The system must support the following major processes.

* Financial Status Report (FSR) Closing Process - The amount reported as expense must agree with the
~ cash disbursed on the FCTR. Any unobligated balances must be deobligated in the accounting system A ‘
closing transaction is recordedissued to close out the grant in the accounting system. - This transactionis .
~ posted to DHHS’s Payment Management System. (PMS) for those using that system. . Procedures should be
established to monitor grantees who are delinquent in submlttmg final reports. - R A S

* Pederal Cash Transaction Report (FCTR) Process - The granting agency must monitor accounts that
have expired grants and have not been reported closed by the recipient. Agencies must track open grants
funded from appropriations that are expiring within the next 12 months. Those organizations serviced by the.
DHHS PMS must provide for reconciliation between the PMS and their agency’s accounting system.

* Post Closing Collections - Agencies must have accounting procedures to collect receivables and liquidate
payables due after the close out of the grant.

e

T IR T T s e e
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Records Retention

Agency systems must maintain, store, and permit ready retrieval of grant financial data. The time frames for v
various parts of this requirement differ depending on the subject matter. The system must be sufficiently flexible to
retain and purge data consistent with varymg rccord kcepmg requlrements

Per 36 C.F.R. 1228, the National Archives and’ Rccords Administration (NARA) must approve the Ddestructlon
of records created w1thm the Federal government. must be approved by the Natiorial Archives and Records
Administration (NARA), per 36 C.F.R 1228. Expenditure Accounting Records are currently authorized for -
disposal by General Records Schedule 7, Expenditure Accounting Records, and General Records Schedule 20,
Electronic Records are the current authorities for disposal of Expenditure Accounting Records. (Copies may be
obtained from your agency’s records officer or from NARA.) For expenditure records not covered by thlS
authority, or for any questions regarding the disposition of federal records, please contact:

National Archives and Records Admlmstratlon (NARA)
* 7th Street and Pennsylvama Avenue NW
. Washington, DC 20408 ’

Phone number — (202).501-5400 . .. .
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General System Requirements

System Interfaces

The grant financial system, at the standard and/or agency-level, must be able to accept, process, arld report on
transactions with other internal and external systems. The system must record and track such transactions and .
related information in order to provide the basis for central control.  This may requlre a custom mterface to
properly identify and format the transactions. The system must: :

A Provide system ﬂemblhty in acceptmg data input from mulnple med1a $O that it can recogmzes the; umque

data input requirements of interface, systems.

Subject all transactions from interfacing systems to the standard grant financial system edlts validations, and
error-correction procedures.

Provide system capability to customize data i 1nput processmg rules and ed1t cr1ter1a Prov1de ﬂex1b111ty in
defining internal operational procedures and in supporting agency requirements, .

Provide the capability to identify and process information from other systems that enter and update the
standard grant financial system. :

Provide system capability to allow users to customize output for reporting and providing interfaces to other
systems necessary to meet agency requirements for external processing (e.g., general ledger posting, budget
formulation, budget reconciliation and budget execution).

Capture the transaction dates in order to ensure compliance with the Cash Management Improvement Act.

Other General Systems Issues

A variety of general systems requirements, including data stewardship, systems architecture, systems integration,
internal control, and others are contained in the JEMIP FFMSR-0, January 1995, entitled Framework for Federal
Financial Management Systems. The Framework document along with all other JEMIP requirements documents
can be found at: www/financenet.gov/jfmip/jfmip.htm
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Information Technology in the Grants Process

Introduction

This section describes a framework for introducing information technology (IT) into the external grants process.
The framework comprises the federal grant-making agencies, working under a single “umbrella” interagency
committee structured to reflect the concerns of major customer groups, and motivated by common goals to
streamline and improve the grants process and to develop a common face with agency grantees. This section also -
describes a work-in-progress, developed within the framework and updated as of the issue date of this document,
that exemplifies the benefits of using IT and provides some guidelines for future cooperative effort.

Organizing to Employ Information Technology

The federal grant enterprise is conducted in 23 major grant making federal agencies (See the Federal Grants
Management Handbook at http://www.thompson.com/tpg/fed_gts/gran/granfarc.html). Depending on the
mission of the agency and the target recipient community, administrative requirements vary from agency to agency
and even program to program within agencies. The 1997 National Performance Review (NPR) report, Access
America, identified federal grant distribution as an area ripe for the application of electronic commerce solutions.
In response to that report, the GSA Electronic Commerce Program Office (ECPO) established and sponsors the
Inter-Agency Electronic Grants Committee (IAEGC), an interagency organization, to coordinate, promote and
facilitate the effective use of electronic commerce throughout the federal grants community. N

The IAEGC has focused on development of common face solutions for electronic grants. Efforts to achieve a
common face have culminated in the concept of the “Federal Commons”. The Federal Commons project is a

collaboration of the 33 Federal grant-making agencies that are members of the IAEGC, and functions as one of

three JAEGC subcommittees. This project is supported by activities in the two other subcommittees: State, Local,
Non-Profit and Other (S&L) Subcommittee; and the Research and Related (R&R) Subcommittee. The S&I.
Subcommittee, comprising federal agencics that award grants primarily to state and local governments and =~ -
non-profit organizations, was formed to better serve the needs of its diverse customer base. The R&R
Subcommittee, more commonly known as the Federal Electronic Commerce Committee (ECC), deals with grants
to research entities such as universities and laboratories. Charter, plans, meeting agendas and minutes, reports, and
roster for the IAEGC and its subgroups may be reviewed at www.financenet.gov/iacgc.htm.

Applying Information Technology within the Framework

The ECC was formed by research-sponsoring agencies to develop a means to transmit a research grant application
(proposal) electronically rather than by paper, using a data element dictionary of all information transmitted in the
application. This effort, completed in 1994, resulted in the first electronic standard for grant applications, now
known as the American National Standards Institute (ANSI) X12 Transaction Set 194,

(See the Federal Electronic Data Interchange web page at SNAD.NCSL.NIST.GOV/FEDEDI) The ECC sets
priorities and publicizes its efforts by publishing a Project Plan, currently in its third version.. This.plan describes -
further work of the ECC, including , : '

. expanding EC technologies to include the World Wide Web for data exchange;

* expanding electronic business transactions to include awards, solicitations, trading partner registration and
profiles, and progress reporting; '
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Information Technology in the Grants Process

increasing the number of participating agencies; and

* introducing the Federal Commons concept as a means of exchanging data among federal agencies and grant
recipients.

The S&L Subcommittee grew out of work in the ECC to develop a common web site for grant transactions. This
group achieved a working prototype site for a wide range of grant transactions, providing software for download
by the potential grantee using Java applet technology. This system requires little or no grantee investment, and is
designed for state and local governments with limited IT budgets and capabilities. This group has developed a -
Business Plan outlining subsequent efforts, including -~ -~ ‘ ) T

* enlarging the TAEGC data dictionary to include additional data elements that are required by state and local
: overnments, non-profits, and other organizations; -, R - C - : ‘ L
g ’ p 2 g REERS i . R . .
* promoting the widest possible use of common electronic commerce processes throughout the federal grants
community; o T S e
* reaching out to trading partners with information about electronic options, and providing opportunities for
questions and feedback; and - : _ , , , . ,

~* supporting development and implementation of the Federal Commons concept.

The Federal Commons Prbject

As proposed, the Federal Commons will provide a government-wide electronic commerce approach to grants
management. The Federal Commons is envisioned as a coordinated network of federal grant administration systems
and databases. One means of access to the Federal Commons will be a Web-based interface. This Federal
Commons Web Site will enable grantee organization users (universities, research institutions, small businesses, state
and local governments) to become more familiar with grant activities ongoing in the participating agencies. In
addition, the Federal Commons Web Site will include interfaces designed to support secure transmission of
administrative information for pre-award and post-award grants business processes. For each business process, users
will be provided with technological options as to how such information can be formatted, transmitted and/or
received. In response to the extensive burden that would be placed on agencies to support every technology option,
the Federal Commons employs the concept of service centers. An agency that assumes responsibility for the
deployment of a specific technology associated with various grant business processes would become a service center
for that technology.

~ The Federal Commons, therefore, begins the transition from agency independent electronic grant administration

initiatives toward a common government electronic grant administration business model that provides
technological flexibility for grant recipients. It employs a concept of lead agency responsibility in the deployment of
technologies associated with various grant business processes. The Federal Commons will provide flexible
technological alternatives, support for the entire grants life cycle, a single point of entry for grantees to all
participating agencies, and secure interfaces. '

The Federal Commans has a rich legacy in the technical implementations and data ‘standards-development beth of-
federal agencies and grants recipient organizations. It leverages the work of the Federal Electronic Commerce -
Committee in the development of grants business data standards such as the ANSI X12 194 Transaction Set (grant
proposals/applications) and the corresponding grants data dictionary. It builds on the technology used in agency
systems (e.g., Fastlane from the National Science Foundation’s (NSF) , Commons from the National Institute of
Health (NIH), US Electronic Grants Project from the Department of Transportation (DOT) and Paperless
Voucher System from the Office of Naval Research (ONR)).
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Information Technology in the Grants Process

Toward the realization of this concept, the Federal Commons Subcommittee began meeting in 1998 to support the
initial stage of software development, including formalizing user requirements as well as defining system .
requirements. With such specifications defined, a proof of concept system is under development. The proof of
conccpt will provide four types of grant administration activity as dcscrlbcd below.

User Regxstratxon This actlvxty enables an 1nd1v1dual to register as a Federal Commons user. A user can specify
identification parameters (i.c., a user name, a password, and a unique identifier). These parameters will be stored in
a central repository. When a Federal Commons user accesses the Federal Commons Web Site or that of a Federal
Commons agency , the identity of the user will be validated against these parameters. In addition, the Federal
Commons will facilitate the linking between the unique identifiers of Federal Commons users and the internal data
structures of participating agencies.

Status Query — This activity enables a. cheral Commons user to Iog into the Federal Commons Web Slte and query
application/proposal and/or award status. The user can select which federal agencies to access, and the Federal
Commons Web Site will coordinate the retrieval of status information from the appropnatc agencies.

Organlzatlonal Profile Subm1ssmn This activity enables a Federal Commons user to log into the Federal
Commons Web Site and create/modify-an Organizational Profile (OPF) for the grantee organization. The user can
select which Federal agencies are to receive the OPF, and the Federal Commons Web Site will communicate the
OPF to the appropriate agencies. The web site will also submit the profiles to an mteragency repository. Federal
Commons agencies will be able to query the profiles from this repository.

Professional Profile Submission — This activity enables Federal Commons users to log into the Federal Commons
Web Site and create/modify their biographical information as contained in a Professional Profile (PPF). The user
can select which Federal agencies are to receive the PPF, and the Federal Commons Web Site will communicate the
PPF to the appropriate agencies.

The Federal Commons homepage www.fedcommons.gov will have links to agency Web sites and a demo version
of the approach to common business processes. During the first half of 1999, the first common grant modules:
user registration, status query, organizational profile and professional profile, will be deployed. Following the
initial deployment, an assessment report will be written. The report will address the following topics: key
technology accomplishments, results of testing with customers, recommendations rcgardmg architecture and
software tools, and future tasks.

Conclusions

The Federal Commons concept and its preliminary design have been presented to the Federal Agency Information
Architecture Working Group of the Chief Information Officer Council’s Interoperability Committee, for
coordination and possible assistance in design enhancement and implementation. As the design is tested and
refined within the grants community, its flexibility and convenience should increase its applicability to a wide range
of agency programs through stable data dictionaries, leveraged technologles from federal agencies, and common
electronic forms and accessibility.

Working within thc framework of the grant-making community, members of the IAEGC and its subgroups are
developing I'T solutions for grants process problems experienced by the grantee community. Current information
is available at the IAEGC and Federal Commons web sites.
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Appendix A: References/Authnritative Sources

OMB Circular A-11, Preparatmn and Submission of Budget Estimates (Part 1)
OMB C1rcular A-34, Instructions on Budget Execution h

OMB Circular A-110, Administrative Requirements for Grants and Agreements Wlth Insntutlons of ngher
Education, Hospltals and Other Non- proﬁt Organlzatlons : : : :

- \‘ OMB Crrcular A- 102 Grants and Cooperatwe Agreements with State and Local Governments
‘OMB Circular A-127——ReV1sed, Transmittal Memorandum No. 1 .
~ OMB Circular A-123, Management Ac‘conntalﬁillityﬂand Control’

OMB Circular A-130, Management of Federal Information Resources

‘OMB Clrcular A—133 Audits of States Local Governments and Non Proﬁt Orgamzatrons

OMSB Circular A-134 Fmancral Accountlng Pr1nc1ples and Standards .

FFMSR-1, JEMIP Core Fmancral System Requlrements . . L
FFMSR-O JEMIP Framework for Federal Fmanc1al Management Systems : _' T i
Statements of Federal Financial Accounung Standards (SEFASY No 5

U.S. Government Standard General Ledger

- U.S.C. Sections 1301, 1341, 1534, 3512(d)
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Allotment

Apportionment

Appropriation

Approving Authority
Approvmg Ofﬁcral

Award

Block Grants
Budget Accounts

Budget Authority- -

Budget Year

Appendix B:

*Glo'ss'ary/ﬂat_é Dictionary

Accrual Accounting - The method of accounting in which an entity’s financial position and operating results are measured by

the flow of economic resources. Transactions are recorded in the accounting period in which they occur
or whose operations they benefit, regardless of when the related cash receipts and dlsbursemcnts take
place. :

A payment madc to a grantee upon its request erthcr before thc grantec h"\s madc outl.lys or through the
use of predetermined payment schedules. (A-110, sec. __.2(d)) Advances represent cash drawdowns
made by the grant recipient to meet immediate cash needs.

. A subdivision of funds below the apportionment level; usually, at the office level within the organization;

A distribution made by OMB of amounts available for obhgatlon in an appropnanon or fund account
into amounts available for specified time period, activities, project, objects, or combinations thereof. The -
amounts.so appornoncd limit:the: obhganons that.may bc “incurred. (A-34 Part IT, Secnon 21.1, p.lI-1).

.. Onc of the basrc forms of budgct authority. Statutory authorxty that allows fcderal agencies to incur -

obligations and to. make payment out of the Treasury for specified-purposes. An appropriation act is the
most common means of providing budget authority, but in some cases the authorlzmg lcglslauon itself
provides the budget authority. (A-34, Part II;-Section 21.1). SRR

Appropuauon or fund account
-~ Arsummary account established in-the Treasury for cach appropriation and/or fund showing transactions

to such accounts. Each such account provides the framework for establishing a set:of balanced accounts
on the books of the agency concerned. As used in A-34, this phrase refers to general fund expenditure
accounts, special fund expenditure accounts, public enterprise revolving funds, intragovernmental
rcvolvmg funds, management funds, trust fund expenditure accounts; and trustirevolving fund-accounts.

- (A-34, Part II, Section 21.1,p. 1-4 and 5)

Individuals dcs1gnatcd by their i institution to have the authorlty to: 1pprovc a gwcn action.
Samc as an “Approvmg Authorrty” above

Fmancral assistance that provides support or snmulatron to accomphsh a pubhc purposc Awards mcludc
grants and other agreements in the form of money or property in lieu of money, by the Federal
Government to an eligible recipient. The term does not include: technical assistance, which provides.
services instead of money; other assistance in the form of loans, loan guarantees; interest subsidies, or
insurance; direct payments of any kind to individuals; and, contracts which are required to be entered into
and administered under procurcmcnt laws and rcgulauons (A-llO sec. __.2(e))

Grants 1ssucd. to government units to support a vauety of activities within a broad area of responsibility
instead of focusing on a specxﬁc activity.. Examples include block grants for social services, maternal and
child health, and transportation. ;

The lower level budget allocation of a given budget appropriation; usually, for budget execution
purposes, agency appropriations are allocated/distributed to lower levels within an'organization; budget
accounts represent the lowest level at which funding is controlled.

S N Y R TITS

Authorlty provided by law; mcludmg joint:resolitions making, contmumg approprlanons (also known as .

+ continuing resolutions);’ and becoming available during the year to incur obligations. The basic forms of -
budget authority are appropriations, authority to borrow; and contract authority. (A-34, Part I1, Section
21.1, p.lI-3).

The fiscal year for which the funds are appropriated for by Congress; “budget year” is also known as
“funding year” or “program year”; note that an appropriation for a given “budget year” may be available
for use (obhganon) over multrplc “ﬁscal years thc time period for utlhzatxon is stxpulated in the
appropriation.
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Appendix B: Glossary

Closeout The process by which a Federal awarding agency determines that all applicable administrative actions and
all required work of the aWard have been completed by the rec1p1ent and Federal awardmg agency.
(A 110, sec. = .2(g)) = s ‘ o ;

Comm1tment of Funds
The amount of allotment or lower level authority committed in anticipation of an obligation. (SGL,
-definition of account 4700). Commitmentis the act of reservmg approprlated funds for an eventual
- obligation/award action by an orgamzatlon : .

Commitment Request _
‘ “The requesting action within an organizational entity, which eventually leads to a commitment of funds:
for a glven purpose

Core Fmancml System ‘ R S e
The ﬁnanc1al systcm Wthh supports the ﬁnanc1a1 functlons of an’ orgamzatlon Wthh are required to track
financial events and provide significant financial information to management, and/or required for the
preparation of financial statements: Core financial systems are combined with the financial portion of ;-
rmxed systenis to’ form the F1nanc1al Management System of an orgamzanon

LT i MR SIS

Disbursement 1 The transfer of cash ﬁom the U.s: Treasury 10 a grantee; generally by deposrt to the grantee’s account
with its financial institution.

2. The expenditures (disbursements) reported by grant recipients for the current and previous years The
actual funds a recipient spent to carry out a program that is supported by admmlster a grant award. The
- term is synonymous with expendlture : S

Discretionary Grant Award R n ‘
A grant awarded for a prolect of ﬁxed duratlon that supports the purposes stated in'the program’s
authorizing statute, regulations, and announced awarding agency priorities. Within these parameters, the
awarding agency: dctermmes which projects will be funded; which applicants will receive awards, and the
dollar amount of each award. Such deterrmnatlons are usually made through a competltwe process

Drawdown The process of requesting a payment from thc rec1p1ent’s grant award and receiving the payment mto the
s L - rcc1p1ent’s deposntor account at the rec1p1ent’s ﬁnancnal institution or bank

Expenditure The actual funds a rcc1p1ent spent to carry out a program that is; supported by admlmster a grant award.
. - (See disbursement. )

External Ptogram Data
This data represents specific program criteria for various types of grant programs including research,
block, formula and discretionary grants, and recipients such as states and local governments, institutions,
and individuals. This external data will help the agency develop trend analyses on how the recipients draw
and spend grant funds..

Federal Awarding Agency :
A Federal agency that awards a grant toa grantce and provides funding for grant purposes.

Fede1 al Funds Auth01 ized
. The total;amount of Federal funds obligated:by the Federal Government for use:by.the recipient.. This.
amount nay include any authorized carryover of unobllgated funds from prior fundmg periods when
permitted by agency regulations or agency implementing instructions. (A—llO sec. - .2(p))

Financial System  An mformatlon system comprised of one or more apphcatlons that is used for any of the following:

. collectm rocessing, maintaining; transmrttm . and reportin data about financial events;
g,P g 8> P g

« supportin ﬁnancml lanmn or budgetin act1v1t1es
pp g p g getng

L i 4

gt i 3 s
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Appendix B: Glossary

Fiscal Ycér

Formula Grant
Funding period
Grant Period

Grant

Historical Data

» accumulating and reporting cost information; or -

* supporting the preparation of financial statements

(A-127 Revised, Item 5 — “Definitions™)

The twelve month period, October 1st through September 30th, for a given y'ear.-

A grant where the funds are awarded based upon a formula defined in the pmgram statute or agency’s -
regulations. i ~ ,

The period of time when Federal funding is a\m]able for obllgauon for use by thc lCClplCnt

(AL10, sec__2()).

- The: pcnod cstabhshed in the grant documcnt duung which Fedex al spon501sh1p bcgms and ends and
- represents the grant’s period of performance..’

A contractual relationship between a Federal awarding agency and a non-Federal entity (the grantee), in
which the awarding agency agrees to transfer money or something of value to the grantee. The'grantee -

~ agrees 1o use such resources in carrying out a public-purpose of support or stimulation authorized by law.
Neither party envisions substantial involvement by the awarding agency in carrying out the grant. A

grant contrasts with a cooperative agreement; in which the awarding agency does-become substantially
involved in the Federal sponsored activity, and with a procurement contract, which a Federal agency uses
to obtain goods and services for its own use (31 USC 6304).

Thc amounts dlsbmsed to grantecs dunng cach yeqr and the amounts actuallv cxpcndcd by the gra antees.
In addition, other data such as gt ant awaxd amounts, and rcmlttances should be included in this
information store.- :

Information System The organized collection, processing, transmission, and dissemination of information in accordance with

defined procedures, whether automated or manual, Information systcms 1nclude non- ﬁnancml financial,
and mixed systems. (A-127 Revised, Item 5 — “Deﬁmnons”) :

Internal Program Data

Mixed System

This data represents specific program criteria for the various types of grant programs such as block grants
versus formula or discretionary grants. This data would also include grantee’s identification numbers,
period of availability for each grant, number of grants, and authorizations.

An information system that supports both financial and non-financial functions of the Federal
¥ PP i fu
government or components thereof. (A-127 Revised, Item:5 - “Definitions™)

Object Classification A method of classifying obligations and expenditures according to the nature of services or articles

Obligating Official -

Obligation

procured, e.g., personal services, supplies and materials, and equipment. Obligations are classified by the
initial purpose for which they are incurred, rather than for the end product or service provided. OMB
Circular A-11 provides current object classifications for reporting budget estimates to OMB. Many
agencies have defined lower levels of ObJCCt classification for mtcrnal use. (A-11 Sec 35.1) (From JFMIP
FFMSR-19/95; p. 54) :

Ind1v1du.1ls authou7ed to legall) b1nd the chcml Government to prowde funds for a specific project or
purpose.

Obligations are amounts of orders placed, contracts awarded, services received, and similar transactions
for bona fide needs existing during a given-period that will require payments during the same or a future
period and that comply with applicable laws and regulations. Such amounts will include outlays for
which obligations had not been previously recorded and will reflect adjustments for differences between
obligations previously recorded and actual outlays to liquidate those obligations. (A-34, Sec 21.1, p.
11-7).
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Appendix B: Glossary

Pooled Payment

Pooling

A consolidated advance payment to a grantee to cover anticipated cash needs for all grants the grantee has
with the Federal awarding agency making the paymcnt The grantcc 1dcnt1ﬁes its cash needs collcctlvcl)
rather than by individual grant, v P .

A process whereby a recipient (university or other non- profit) with multiple many awards from one
agency may request advances/payments based ona smglc estimate of 1mmed1atc cash needs for all of the
recipient’s-awards. :

Principal Invcstlgator (PD)

Program

Progtam Irtéotno
Project

Project period
Recipient

Remittances

The individual, designated by the grantce who will be respon51blc for the sc1cnt1ﬁc or techmcal direction
of the pro;cct

Gencmlly dcﬁned as an orgamzcd set of activities directed towaxd a common purpose or goal undc1 taken
or proposed by an agency in order to carry out its responsibilities. In practice, however, the term

* program has many uses and thus does not have well-defined, standard meaning in the lcgwl.mvc process.

Program is used to describe an agency’s mission, programs, functnons activities, services, projects, and
processes.. :

‘Gross income ear: ncd by thc grantcc that is duectly gcnerated bya supported actmty or earned as a result
of the grant (see exclusions in paragraphs A-l 10 24 (c) and (h) (A-llO s€c. . .2(x))

A planncd undeltal\mg of somcthmg to be accomphshed produced or havmg a ﬁmtc beginning and
finite end. Examples are a construction plOJCCt or a research and dcvclopment pro;cct (SGL p. IV-7).

The period established in the award documcnt duung \Vthh cheral sponsonshlp bcgms and cnds

- (A-110, sec. 2(z))

An orga.mzatlon reccwmg financial assistance d1rectl) from Federal awarding agencxcs to carry out a
prolect or program. (A-110,sec. _ .2(cc))

. Grant funds on depos:t w1th the grantees, which the Federal awndmg agency must recover. These

amounts consist of unexpended funds and balances previously advanced to the grantee. Remittances may
result from overpayments and audit disallowances.

Systcm Requirements

- “JFMIP systems rcqulrcments are c1thet mandatony or value added The dcﬁnmons of these two categories

arc:

Mandatory - Mandatory requirements describe what the system must do and consists of the minimum
acceptable functionality necessary to establish a system, or are based on Federal laws and regulations.
Mandatory requirements are those agamst which agency heads evaluate their systems to determine
substantial compllancc with systems requirements under the FFMIA. These requirements apply to
existing systems in operation and new systems planned or under development.

Valne-added - Value added requirements describe-features or characteristics which are considered to be
optional or additional functionality to-a system and may consist of any combination of the following: (1)
using state of the art technology, (2) employing the preferred or best business practices, or (3) meeting
the special management needs of an individual agency. Agencies should consider value-added features

- when' ‘judging systems options. -The need for these value-added features in' agency- systcms is leftitoithe «

discretion of each agency head.

Standard General Ledger (SGL)

The uniform chart of accounts 1ssucd by the U.S. Department of Treasury that are required to be used by
all chcral Agcnc1es to rccord accountmg transactions.
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App‘endix B: Glpssary

Unliquidated Obligations
For financial reports prepared on a cash basis, they are the amount of obligations incurred by the recipient
that have not been paid. For reports prepar ed on an accrued expenditure basis, they represent the amount
of obhgatxons incurred by the recipient for which an outlay has not been recorded. o
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